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Israel Becomes Fund and Bank Member 


Israel became a member of the International Monetary 
Fund and the International Bank for Reconstruction and 
Development on July 12, when the Articles of Agree- 
ment of these institutions were signed in Washington on 
behalf of the Government of Israel by His Excellency 
Abba Eban, Ambassador of Israel in Washington. 


The quota of Israel in the International Monetary Fund 
is $4.5 million and its subscription to the capital stock of 


Netherlands, Belgium, Luxembourg 


The Governments of the Netherlands, Belgium, and 
Luxembourg announced on July 12, after consultation 
with the Fund, the institution of certain exchange ar- 
rangements designed to free capital movements, effective 
July 16, 1954. One set of these arrangements related spe- 
cifically to the Benelux area; another related to Belgium- 
Luxembourg and other EPU countries. The Fund’s an- 
nouncement on these arrangements was as follows: 


Benelux Arrangements 

The Netherlands and Belgium-Luxembourg have in- 
formed the International Monetary Fund of their decision 
to grant complete freedom to movements of capital be- 
tween their respective territories. However, in order to 
prevent movements of capital from affecting their respec- 
tive EPU positions, they have proposed the establishment 
of a free market for such capital transactions and certain 
current transactions between their currencies. All pay- 
ments for the purpose of transferring capital between the 
respective countries must be carried out through these 
free markets. At the option of the payor, specified current 
transactions may also be carried out through these free 
markets. Payments for current transactions directly con- 
nected with foreign trade cannot be carried out through 
these free markets and must take place at rates governed 
by the established par values. 

These exchange practices may give rise in the terri- 
tories of the monetary area of Belgium-Luxembourg, on 
the one hand, and of the Netherlands monetary area, on 
the other hand, to exchange rates in the free markets 
exceeding the margins prescribed in the Fund’s Articles 
of Agreement (Article IV, Section 3), and to this extent 
would constitute a multiple currency practice. The Cen- 
tral Banks have made an arrangement which provides for 
the possibility of intervention in the free markets in order 
to avoid disorderly fluctuations of the rates. 


DETROIT P 


the Bank is 45 shares with a par value of $4.5 million. 

Fifty-seven nations are now members of the Fund and 
of the Bank. Admission of Israel brought the total of 
members’ quotas in the Fund to $8,852,900,000. The total 
subscribed capital of the Bank is now $9,152,000,000. 


Source: International Monetary Fund and International 
Bank for Reconstruction and Development, Joint 


Press Release, Washington, D. C., July 12, 1954. 


: Liberalization of Capital Movements 


The Fund does not object to the proposed system as a 
temporary measure and intends to remain in contact on 
this subject with the authorities of the Netherlands and 
of Belgium-Luxembourg. 


BLEU Arrangements 

Belgium-Luxembourg have consulted the Fund respect- 
ing their intention to adopt regulations designed to fa- 
cilitate the movements of capital between the Belgium- 
Luxembourg Economic Union (BLEU) and other EPU 
countries. These regulations include the establishment 
in Belgium and Luxembourg of a free market for certain 
transactions between their currencies and the currencies 
of other EPU countries. All payments for the purpose of 
transferring capital between the respective countries and 
for the purchase and sale of their banknotes, as well as 
payments for specified current transactions, could be 
carried out at the option of the payor through this free 
market. Payments for other current transactions diréctly 
connected with foreign trade could not be carried out 
through this free market in Belgium and Luxembourg, 
and would have to continue to take place at rates gov- 
erned by established par values. 

These exchange practices might give rise in the terri- 
tories of the monetary area of Belgium-Luxembourg to 
exchange rates in the free market exceeding the margins 
prescribed in the Fund’s Articles of Agreement (Article 
IV, Section 3), and to this extent would constitute a 
multiple currency practice. The BLEU has stated that 
the proposed system is a temporary measure pending 
further progress toward convertibility. 

The Fund does not object to the proposed system as a 
temporary measure and intends to remain in contact on 
this subject with the authorities of Belgium and Luxem- 
bourg. 

Source: International Monetary Fund, Press Release, 


Washington, D. C., July 12, 1954. 
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IBRD Bond Issue in the Netherlands 


The first issue of guilder bonds of the International 
Bank for Reconstruction and Development was offered 
publicly in the Netherlands on July 12; the issue totaled 
f 40 million, equal to approximately US$10.5 million. An 
underwriting syndicate of 14 Dutch banks headed by the 
Netherlands Trading Society (Nederlandsche Handels- 
Maatschappij, N.V.) offered the issue to the public at par. 

The new issue will be known as the 314 per cent Nether- 
lands Guilder Bonds of 1954. It will bear interest at 314 
per cent per year payable semiannually on February 1 
and August 1, with the first payment due on February 1, 
1955. The bonds will be repaid at par in 10 equal install- 
ments of f 4 million on August 1 of each year beginning 
in 1960 and continuing through 1969. Bonds to be repaid 
will be drawn by lot at least 45 days before the date of 
repayment. In lieu of bonds drawn by lot, the Bank may 
credit to annual repayments the principal amount of 
bonds purchased by it below par on the Amsterdam Stock 
Exchange. 

On or after August 1, 1960, the Bank may redeem all 
or part of the issue at any time on not less than 60 days’ 
notice. Prior to August 1, 1965, the redemption price 
will be 101 per cent, and thereafter it will be par. The 
paying agent for principal and interest on the bonds is 
the Netherlands Trading Society. 


Europe 


Renewal of the European Payments Union 
On June 30, the OEEC Council renewed the European 


Payments Union for a period of one year ending June 30, 
1955. To enable the Union to operate effectively for 
another year, two types of problem had to be solved. The 
claims of certain creditor members for repayment of part 
of their credits to the Union had to be met, and a basis of 
settlement had to be provided for future surpluses, par- 
ticularly those of Germany. Additional creditor facilities 
also had to be provided for certain debtors, especially 
Italy. There are four main features in the new agreement: 

(1) Reimbursement of existing debts. Debtors and 
creditors are encouraged, but not obliged, to settle bi- 
laterally part of their debts and claims to the Union on 
the following lines: (a) the amount to be settled should 
be related to the position of the member in the EPU; 
(b) reimbursement will be made in gold or in a currency 
acceptable to the creditor; (c) at least 25 per cent of the 
amount settled will be paid immediately, the remainder 
being paid in monthly installments over a period of six 
to seven years. 


Thus the United Kingdom will settle bilaterally about 
$425 million, of which $106 million will be paid in cash. 
France will pay $57 million in cash and a further $24 


This is the eleventh issue of bonds sold by the Bank 
for currencies other than U.S. dollars. The principal 
amount of these sales, including the guilder issue, is 
equivalent to about US$130 million, as shown by the 
following tabulation: 

Amount in 


Non-Dollar Bonds Sold U.S. Dollars 

One Netherlands guilder issue $10,500,000 
Seven Swiss franc issues 68,800,000 
Two Canadian dollar issues 36,400,000 
One sterling issue 14,000,000 
Total $129,700,000 


During 1954, issues equivalent to US$45 million have 
been sold by the Bank in Canada, Switzerland, and the 
Netherlands (see this News Survey, Vol. VI, pp. 294,390). 

The total of Bank bonds outstanding in currencies 
other than U.S. dollars, and including the guilder issue, 
is equivalent to approximately $122.2 million; the equiva- 
lent of $7.5 million in Swiss franc bonds has been repaid. 

The Bank also has eight U.S. dollar issues outstanding 
in an amount of $665 million; and the Netherlands issue 


brings the value of all outstanding bonds up to about 
$787 million. 


Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D. C., 
July 12, 1954. 


million each year for the next seven years. Italy has 
agreed to pay one third of its debt, ie., $37 million, in 
cash and the remainder over a period of five to six years. 
From the gold payments made by the debtors, Germany 
will receive about $68 million, Belgium $44 million, and 
the Netherlands and Switzerland $30 million each. These 
bilateral operations will amount in all to $861 million, 
of which $225 million will be paid in cash. 

(2) Utilization of part of the EPU convertible assets. 
The Union will also use $130 million of its convertible 
assets to repay some of its debts to the creditors. Of this 
sum, $100 million is allocated in proportion to the total 
credits outstanding on April 30, 1954. In view of the 
very large credits it has granted, Germany will receive 
an additional $30 million from the Union. Further, the 
Union has agreed to open $160 million of new credit 
facilities to debtors as a counterpart of these gold pay- 
ments to the creditors. France and the United Kingdom 
have agreed to permit the transfer of part of these credits 
to Italy, which will receive $82 million of the total amount 
of new credit to enable it to maintain a high level of 
liberalization. 


(3) Opening of new credit facilities. The creditors 
have agreed to give, if necessary, new credit facilities 
to the Union up to the amount of the credit still avail- 
able in their quota at the end of June 1954, plus the total 
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amount of their bilateral settlements, plus the amount 
of gold received from the Union’s convertible assets. 
Rallonges for the settlement of surpluses above the quota 
have been fixed for the time being at $450 million for 
Germany, $125 million each for Belgium and Switzerland, 
$100 million for the Netherlands, $70 million for Austria, 
and $20 million for Portugal. 

The amount of credits available for debtors after July 1, 
1954 will be the sum of the credits still available under 
their quotas on June 30, 1954, plus the amount of credit 
recovered by their gold payments in accordance with the 
bilateral arrangements, plus the new credits opened as 
a counterpart of the gold payments made by the Union 
to the creditors. Tentative estimates of total borrowing 
facilities are United Kingdom $295 million, France $78 
million, Italy $123 million, Norway $42 million, Den- 
mark $46 million, and Iceland $4 million. 

(4) New EPU mechanism. In future all surpluses and 
deficits will be settled 50 per cent in gold and 50 per cent 
in credit. Since the rules have hitherto provided for an 
average gold-credit settlement of 60-40 per cent, it was 
necessary, in order to maintain the same amount of 
credit, to increase all the quotas by 20 per cent. The only 
exception to the new settlement rule is made in favor of 
France and Turkey, which as debtor countries have had 
to settle their deficits in excess of their quotas 100 per cent 
in gold. In the event of a reversal of their positions in 
the Union, these countries will be entitled to recovedfrom 
the Union the gold thus paid. 

Since all deficits and surpluses under both the EPU 
quotas and the agreed rallonges will be settled on a 50-50 
basis, the Union’s receipts and payments of gold will 
balance each month, and except for the special rights 
accorded to France and Turkey, settlements will not 
reduce the convertible assets of the Union. 

Sources: Agence Economique et Financiére, June 30 and 
July 1, 1954, and Le Monde, July 1, 1954, Paris, 
France; The Financial Times, London, England, 
July 1, 1954; The Journal of Commerce, New 
York, N. Y., July 8, 1954. 


Sterling Area Reserves 


The gold and dollar reserves of the sterling area rose 
by $32 million in June, to a total of $3,017 million. Re- 
ceipts of U.S. aid fell to $3 million and receipts from 
EPU settlements amounted to $15 million. Accordingly, 
the surplus on “true” gold and dollar account in June 
was $14 million, compared with $159 million in May 
and $126 million in April. Despite its smallness, the 
June surplus is far from disappointing. The exceptional 
rate of increase in recent months was not expected to 
continue after the large inflow of foreign funds to Lon- 
don was checked by mid-May; indeed, the anticipatory 
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commercial transactions in the spring must have had 
some adverse influence on gold and dollar receipts in 
June. The achievement of a continued dollar surplus 
appears to confirm that the spring boomlet in sterling 
was founded on a position of greater underlying strength 
than was at first suspected. 

The reserves are now well able to stand the coming 
strain of payments for dollar grain and of higher EPU 
payments on account of tourist expenditures and imports 
of fruits and vegetables, and of the bilateral settlements 
required in connection with the renewal of the EPU. The 
U.K. surplus in EPU had already fallen to £3 million in 
June, and this will be settled this month, half in gold 
and half in credit. 


Source: The Economist, London, England, July 10, 1954. 
U.K. Purchase of U.S. Butter 


The U.S. Foreign Operations Administration has an- 
nounced the sale of 14.6 million pounds of surplus U.S. 
butter to the United Kingdom, in the largest overseas 
transaction of its type so far. Payment, amounting to 
US$6 million (slightly over 41 cents per pound), will 
be made by the United Kingdom in sterling. The sale 
was made possible by a recent U.S. Department of Agri- 
culture offer to permit exporters to purchase surplus 
commodities for commercial export at competitive world 
prices. It will meet part of the increased consumption 
resulting from the end of butter rationing in the United 
Kingdom. 


Source: The Times, London, England, July 8, 1954. 


Repayments of French Foreign Debt 


The weekly balance sheet of the Bank of France of 
July 1, 1954. showed a decline of 20.9 billion francs 
(about US$60 million) in the item “Advances (from 
the Bank of France) to the Stabilization Fund.” This 
decline was due to various operations by the Stabiliza- 
tion Fund—particularly recent foreign exchange pur- 
chases by the Treasury from the Stabilization Fund, in 
connection with the repayment of various foreign debts. 
These repayments included the June 1954 half-year ma- 
turities (totaling US$67 million and Can$3 million) in 
connection with French postwar borrowing from the 
United States and Canadian Governments. The French 
Treasury also repaid US$17 million, representing the 
balance of a 1952 loan from the Export-Import Bank, 
which had made available to France the expected proceeds 
of various offshore orders. 


On the other hand, on June 27 the Bank of France, on 
behalf of the French National Railroads, repaid a 1949 
loan of Sw fr 250 million (about US$58 million) by 
a group of Swiss banks, which was to fall due on 
December 27, 1954. The Bank of France also repaid on 
behalf of the French P.T.T. (a government agency con- 
trolling the postal, telegraph, and telephone services) a 
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1950 loan by Swiss banks of Sw fr 12.5 million (about 
US$3 million), which was due in January 1957. 
Source: Agence Economique et Financiére, Paris, France, 


July 9, 1954. 
Danish Monetary and Fiscal Policy 


In spite of the recent increase in the discount rate in 
Denmark, the decline in net reserves has continued. The 
unofficial figure of the decline for the week of June 15-22, 
given in this News Survey, Vol. VII, p. 2, which was 
based on published sources, appears to have been in- 
correct. The official figures as of June 30 show that 
foreign exchange assets decreased during June by DKr 37 
million, to DKr 957 million, and that foreign liabilities 
increased by DKr 81 million, to DKr 934 million. Thus, 
the position weakened during the month by DKr 118 mil- 
lion, and net foreign exchange reserves on June 30 
amounted to DKr 23 million. 

The Danish Government has announced a series of 
fiscal measures designed to supplement the monetary 
measures undertaken in June to stem the continued de- 
cline in the country’s foreign exchange reserves. Among 
the recent measures is a reduction of DKr 70 million in 
private bulding activity, resulting in a decrease of about 
DKr 25 million in government expenditures. Military 
expenditures will be cut by 10 per cent, or about DKr 125 
million; of this reduction, about DKr 50 million repre- 
sents lower public investments. The price of cars imported 
under the dollar premium scheme will be increased; 
and in the future “titles to import licenses” to the full 
amount of the import licenses—in contrast to 75 per cent 
at present—will have to be submitted when applying for 
a license. The price of the title remains 80 per cent of 
its face value. A lottery bond issue of DKr 100 million 
has been announced. It is possible that the time of 
service in the armed forces will be reduced, thus releasing 
manpower for civilian production. 

The rise in the discount rate and the subsequent in- 
creases in private bank rates have been supplemented 
by increases in the rates on time deposits in commercial 
banks and savings banks. On nine-month deposits the 
rate will be 5 per cent, against the present 41% per cent, 
and other rates have been adjusted accordingly. The 
Central Bank has announced that it will restrict its re- 
discounting of building credits by private banks. The 
effect of this restriction is not expected to be felt in the 
construction industry for some time. On the other hand, 
the Bank announced ‘that in the future it will be willing 
to rediscount credits to exporters for the production of 
export goods. In the past such rediscounting was under- 
taken only after the goods had been produced and were 
being shipped. 

Sources: The National Bank of Denmark, Balance Sheet 
at June 30, 1954, and Politiken (Weekly Over- 
seas Edition), July 4-10, 1954, Copenhagen, 
Denmark. 


Italy and Convertibility 


Dr. Menichella, Governor of the Bank of Italy, stated 
in the Bank’s Annual Report that convertibility is a very 
strong drug that cannot be taken safely by all patients. 
Fortunately, it is viewed in responsible international 
circles as sufficiently flexible within the framework of 
the regulations of the International Monetary Fund to 
permit small exchange rate fluctuations, and as applicable 
only to current international transactions and not to 
capital movements. Dr. Menichella directed attention to 
the intention manifested by European leaders to preserve 
and develop OEEC practices even when EPU is discon- 
tinued. He attributed much of the credit for the recovery 
and progress of Western Europe to the tireless and alert 
action of the OEEC. 

Dr. Menichella added that, without underestimating 
the merits of convertibility, it is a cause for concern 
since, by stressing the autonomy of the economic and 
financial policies of individual states, it might loosen the 
ties of international cooperation that have thus far pro- 
duced good results, particularly for the weak economies 
that are more likely to deviate from the right path and 
would be in greater need of assistance from cooperation. 
Convertibility might, however, lead to the expectation of 
greater monetary assistance to Europe by the Fund, which 
has restricted its operations with Europe, in view of the 
other forms of assistance which Europe has been re- 
ceiving temporarily. Moreover, the belief is warranted 
that the already notable aid supplied to Europe by the 
International Bank for Reconstruction and Development 
will be supplemented by further substantial contributions. 
Source: Bank of Italy, Annual Report, 1953, Rome, 

Italy, May 31, 1954. 


Easing of German Import Controls 


As of August 1, 1954, Germany’s import procedure will 
be modified so as to simplify and facilitate the importa- 
tion of commodities. After that date, a general import 
authorization granted to the importer will make unneces- 
sary the preliminary examination which has hitherto been 
made of import requests. This procedure will apply to all 
“liberalized” imports and to most “open import ten- 
ders.” The period for deliveries is not to exceed 114 years; 
and terms of payment are permitted up to 6 months. 
Prepayments may be made. Payments for imports may be 
settled through the postal checking system, and import 
deals may be related to transit trade transactions. 

The new procedure will make it possible for an im- 
porter to import, for the first time since 1934, without 
having to ask for previous authorization from government 
officials. About 70 per cent of imports will fall under 
this procedure. During July, a new procedure for com- 
modity futures transactions will be introduced. Also 
in July, the first futures market for sugar will be opened 


in Hamburg, and previous regulations regarding foreign 
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exchange funds for these transactions will be modified. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, July 6, 1954. 


Middle East 


Wheat and Barley in Egypt 


The first estimate of the 1954 wheat and barley crops 
by the Egyptian Ministry of Agriculture states that the 
wheat acreage was 1,794,959 feddans, compared with 
1,790,323 feddans in 1953. The average output per 
feddan this year was 6.07 ardebs, against 5.76 ardebs in 
1953. The total crop was 10,890,000 ardebs in 1954 and 
10,311,000 ardebs in 1953. (One feddan = 1.038 acres, 
and one ardeb = 5.44 bushels. ) 

The barley acreage for 1954 totaled 122,113 feddans, 
compared with 116,187 feddans in 1953. The average 
yield per feddan in 1954 was 7.7 ardebs, against 7.4 in 
1953. The total crop was 940,000 and 860,000 ardebs 
in the two years, respectively. 

Both the acreage and yield exceeded those of any 
previous year. The total output of wheat was 50 per cent, 
and its average yield per feddan was 17 per cent, more 
than in 1952. The Minister of Agriculture has attributed 
the greater 1954 output to improved production methods, 
the distribution of selected seeds, and the growers’ re- 
sponse to government guidance. 

Source: Al Ahram, Cairo, Egypt, June 18, 1954. 


Israel's Foreign Indebtedness 


Israel’s foreign short-term indebtedness decreased from 
the equivalent of US$115 million in December 1953 to the 
equivalent of US$80 million in April 1954. This decrease 
resulted from the refunding of loans, which was made 
possible by the Consolidated Loan floated by the United 
Jewish Appeal in the United States (see this News Sur- 
vey, Vol. VI, p. 241). The decrease in short-term in- 
debtedness has contributed significantly to alleviating the 
pressure on Israel’s financial position. 


Source: Israel Office of Information, /srael Digest, New 


York, N. Y., July 5, 1954. 


Export Promotion in Pakistan 


The Government of Pakistan has decided to introduce a 
temporary scheme under which exporters of certain 
primary and manufactured goods will be entitled to re- 
ceive licenses for specific imports amounting to about 30 
per cent of the value of the exports made by them. The 
purpose of this scheme is to increase receipts from 
marginal exports. 


Source: Karachi Commerce, Karachi, Pakistan, June 19, 
1954. 


Far East 


Reserve Bank of India Report on Currency and Finance 


The Reserve Bank of India’s Report on Currency and 
Finance for the fiscal year ended March 1954 reports 
many gains by the Indian economy in 1953-54, the third 
year of the first Five Year Plan. In spite of uncertainties 
and apprehensions concerning the course of activity in 
the United States, confidence about general business 
prospects appeared to be growing, particularly in the 
latter part of the year. This was due in part to the in- 
creasing government assistance to the private sector. 
The average general index of industrial production, which 
had risen steadily from 105.0 (1946 = 100) in 1950 to 
117.2 in 1951 and 128.9 in 1952, rose to a new record 
figure of 135.2 in 1953. Agricultural output also, es- 
pecially foodgrains, is estimated to have recorded a 
further substantial rise in 1953-54. 

The increase in agricultural and industrial output con- 
tributed to the comparative stability of prices, though its 
impact was partly neutralized by the sharp decline in 
the volume of imports, particularly of foodgrains and 
some industrial raw materials. For the year, the Economic 
Adviser’s general index of wholesale prices recorded a 
net rise of 2.3 per cent. 

During the first two years of the Plan (April 1951 to 
March 1953), the money supply with the public con- 
tracted by Rs 2,140 million, but in 1953-54 it increased 
by Rs 940 million (US$197 million), mainly as a result 
of the balance of payments surplus and the budgetary 
deficit. The supply was also augmented by Reserve Bank 
credit to the private sector on a larger scale than in 
the previous year. Bank credit showed a seasonal ex- 
pansion greater than in 1952, but this was due in part 
to the substantial restoration of trading in foodgrains to 
private channels; the net increase in bank credit for the 
year as a whole was small. 


The capital market showed a substantial measure of 
stability and confidence, and was able to absorb con- 
siderable amounts of government securities without any 
perceptible effect on prices. The industrial share market 
also ruled buoyant during the greater part of the year, 
reflecting the general confidence in business prospects. 
The bullion market remained relatively firm. 

In the balance of payments, there was a current account 
surplus of Rs 590 million ($124 million) in 1953, against 
a near balance in 1952. The surplus was achieved, how- 
ever, at a sharply reduced level of imports, particularly 
of food, and a decline in export earnings, especially 
from jute manufactures. There was a small deterioration 
in the terms of trade. Regionwise, there was a spectacular 
improvement with the dollar area, a 1952 deficit of 
Rs 1,110 million giving place to a surplus of Rs 310 mil- 
lion ($65 million) in 1953. 

The progressively larger outlays on development ex- 


22 


penditure led to budget deficits. The revised estimate 
for the over-all deficit of the Government in 1953-54 was 
Rs 1,280 million, but subsequent data seem to indicate 
that the actual deficit was smaller. An over-all deficit 
of Rs 2,390 million is anticipated for 1954-55. 

Since the employment situation continued to cause 
anxiety, the planned development expenditure was raised 
by Rs 1,750 million. Special attention is being given to 
the rehabilitation and development of labor-intensive 
small-scale and cottage industries. Recent estimates, how- 
ever, indicate a considerable widening of the gap in the 
resources for the Plan as a whole. The revised estimates 
show that, while expenditure on the Plan during the 
first three years was Rs 520 million lower than anticipated 
earlier, the resources available were Rs 240 million larger, 
with the result that the actual three-year gap was Rs 760 
million smaller than the anticipated gap of Rs 3,000 mil- 
lion. But the shortfall in outlay has to be made good in 
the remaining two years, and the targets have been 
stepped up. On the other hand, domestic resources avail- 
able and the foreign assistance anticipated are now placed 
lower than the earlier estimates. The total of available 
internal and external resources is now estimated at 
Rs 13,540 million, against the total expenditure target 
of Rs 22,440 million, leaving a gap of Rs 8,900 million 
($1,870 million) over the five-year period, against the 
previous estimate of Rs 6,550 million. 

Source: Reserve Bank of India, Press Summary of the 
Report on Currency and Finance, 1953-54, Bom- 
bay, India, July 10, 1954. 


Japanese Disinflation 


The effects of the disinflationary fiscal and monetary 
measures adopted by the Japanese authorities are in- 
dicated by an official survey made between March and 
May of unemployment, which is conservatively estimated 
at 4 million, i.e., about 11 per cent of the total labor 
force of 36.2 million. Unemployment now is believed to 
be much higher. Industrial layoffs and the number of 
unemployment beneficiaries have shown a marked in- 
crease from month to month. Business failures have been 
running much higher than last year, particularly among 
medium-sized and small units. The industries most af- 
fected have been coal mining, shipbuilding, transport, 
and communications. 

Source: The Financial Times, London, England, July 5, 
1954. 


Netherlands Credit to Indonesia 


The Export Financing Company in The Hague has 
agreed, in principle, to extend a credit line of 25 million 
guilders (US$6.6 million) to the Bank Indonesia. The 
credit may be utilized for the payment of Indonesian 
orders on capital goods to be placed in the Netherlands. 
The Bank Indonesia and the Export Financing Company 
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have agreed on an interest rate of 5 per cent and repay- 
ment of the credit within six years. 


Source: De Maasbode, Rotterdam, Netherlands, July 7, 
1954. 


Philippine Copra Situation 


Philippine production of copra, coconut oil, and desic- 
cated coconut during the first quarter of 1954 totaled 
229,252 long tons, copra equivalent basis, an increase 
of a little more than 25 per cent from the 183,119 long 
tons produced in the corresponding period of 1953. The 
expansion was the result of fairly good weather and 
higher prices obtaining during the latter half of 1953. 

Total exports of coconut products during the first 
three months of 1954 increased by 28 per cent, to 182,347 
long tons, copra equivalent, from the 142,246 long tons 
exported in the same period last ‘year: ‘Individually, 
copra exports increased by 35 per cent, from 112,943 
long tons to 152,337 long tons, and coconut oil by 36 
per cent, from 15,775 long tons to 21,392 long tons. 
Exports of desiccated coconut, however, decreased by 36 
per cent, or from 13,528 long tons to 8,618 long tons. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., July 5, 1954. 


United States and Canada 


U.S. Unemployment 


Unemployment in the United States rose by only 45,000 
between May and June, to a total of 3,347,000 persons. 
The slight increase contrasts with a sharp seasonal rise 
in most other years. While there was a seasonal increase 
in the number employed, the influx of students into the 
labor market was smaller than usual. Total employment 
rose almost one million in early June, to 62,098,000 per- 
sons, with most of the increase occurring in farming. 
Factory employment was unchanged, as a rise in the 
nondurable goods industries was offset by a decline in 
durables. The latter decline, amounting to 64,000, was 
the smallest since last autumn and was concentrated in 
only a few industries. 

Source: The Journal of Commerce, New York, N. Y., 
July 8, 1954. 


Retail Sales in the United States 


According to an advance report of the U.S. Department 
of Commerce, seasonally adjusted retail sales in June 
amounted to $14.5 billion, two per cent above May 1954 
and one per cent below June 1953. Appreciable in- 
creases in sales were indicated for motor vehicle dealers 
and apparel and general merchandise stores, while 
changes in sales were minor in other lines. 

Source: The Journal of Commerce, New York, N. Y., 
July 12, 1954. 
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Decline of Canadian Exports 


For the five months ended May 1954, the value of 
Canadian exports totaled $364 million, which was 5 per 
cent less than exports in the corresponding period of 1953. 
About three fifths of the decline was accounted for by a 
drop of 26 per cent in shipments of wheat and other 
grains. In May alone grain shipments were 43 per cent 
less than a year earlier. May exports of nonferrous 
metals, on the other hand, were 13 per cent higher than 
in 1953, while wood and paper products advanced 4 per 
cent. The total for the month was down about 6 per cent, 
of which lower prices accounted for 2.3 per cent and 
volume for 3.6 per cent. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 


Ottawa, Canada, July 2, 1954. 
Petroleum Output in Canada 


Canadian output of crude oil in the first quarter of 
1954 amounted to 21.8 million barrels. According to 
the Dominion Bureau of Statistics, this was 45 per cent 
more than in the first quarter of 1953 and nearly twice 
that in the first quarter of 1952. 

Source: The Journal of Commerce, New York, N. Y., 
July 8, 1954. 


Latin America 


Bolivian Contract for Sale of Tin 


On July 1, 1954, Bolivia signed an agreement for the 
sale of 12,000 tons of tin to the Reconstruction Finance 
Corporation, in accordance with the terms of the agree- 
ment which was in effect until last March 31 (see this 
News Survey, Vol. VI, p. 116). The agreement was 
signed by the Presidents of the Mining Corporation and 
the Mining Bank, who were the members of the Bolivian 
Mission that visited the United States last June. The price 
of tin under the new agreement will be determined by 
prices in the international minerals market. 


Source: La Nacion, La Paz, Bolivia, July 2, 1954. 


Argentina-Brazil Trade Agreement 


A trade and payments agreement between Argentina 
and Brazil, which was signed in June, provides for the 
exchange of goods valued at $135 million in each direc- 
tion, and reciprocal credit without interest of $15 million. 
Should the debtor balance exceed that amount by a figure 
up to $30 million, interest will be paid at the rate of 2 per 
cent per annum on the balance between $15 million and 
$30 million; on the balance in excess of $30 million, in- 
terest will be 214 per cent. 


The agreement provides that Brazil will import 750,000 
tons of Argentine wheat, whereas in the previous agree- 
ment of March 1953 the quantity was fixed at 1,200,000 
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tons. A preliminary estimate indicates that Argentina 
will have 4.4 million tons of wheat available for export in 
1954. Earlier in the current year, a provisional agree- 
ment was reached providing for the sale of 250,000 tons 
of Argentine wheat, and the price was temporarily fixed 
at $95 per ton. Under the new agreement, however, 
the price established for the whole year, including quan- 
tities already shipped, is set at $81 per ton. 

With the exception of wheat (750,000 tons at $81 per 
ton) and wheaten flour (26,250 tons at $113.50 per ton), 
no mention of quantity or value is contained in the list 
of Argentine products to be shipped during the current 
year; the list includes animals for breeding, frozen and 
chilled meat, wool and hides, meat packing products, 
cereals, fruit, etc. On the Brazilian side, shipments will 
consist of 30,000 tons of coffee beans, 12,000 tons of 
yerba maté, 8,000 tons of cocoa beans, and an undeter- 
mined quantity of iron and steel, refractory materials, 
rubber yarn, various types of timber, vegetable oils, 
combed cotton yarn, precision instruments, railway mate- 
rial, etc. 

Under an exchange of notes, Argentina and Brazil 
agreed to maintain in force the list for the interchange 
of fruits established in March 1953, and expressed the 
determination to ensure that this trade will be balanced 
at the highest level. The Brazilian Government agreed 
to allocate a minimum of 20 million “agreement dollars,” 


under the auction system, for fresh, dried, desiccated, and 
semiprocessed fruits. 


Both countries will attempt to attain the highest pos- 
sible degree of trade and financial equilibrium, to stimu- 
late and assist in the interchange of products and serv- 
ices, to consider the transfer of funds maintained by 
residents of one of the countries in the other’s territory, 
and to promote tourism between the two countries. The 
new agreement will remain in force until December 31, 
1956, and will be extended automatically each year unless 
notice of termination is given three months in advance. 
The lists of products are to apply for only one year, 
but they will be considered extended for the year 1955 
unless either country indicates a change prior to Octo- 
ber 31, 1954. 

Source: The Review of the River Plate, Buenos Aires, 
Argentina, June 30, 1954. 


Other Countries 


Australian Budget Surplus 

The current account budget of the Australian Federal 
Government showed a £A 56.3 million surplus for the 
year ended June 30, 1954, compared with an estimated 
surplus of £A 215,000. Revenue was £A 34 million more 
than the budget estimate of £A 982.1 million, and ex- 
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penditure £A 22 million less than the estimated £A 981.9 
million. 

These results have been achieved despite tax cuts of 
about £A 82 million in the fiscal year. The Federal 
Treasurer stated that the excellent results should, in the 
main, be attributed to the sound and thriving state of 
the economy in which stable costs and prices were com- 
bined with full employment and a rising level of output 
and trade. 

Source: The Financial Times, London, England, July 5, 
1954. 


Australian Wool Exports 


During the ten months ended April 1954, shipments of 
Australian greasy wool amounted to 876,601,000 pounds, 
nearly 5 per cent more than during the corresponding 
period in 1952-53. The moderation of U.S. 
activity was paralleled by a decline in wool shipments to 


business 


the United States, while Japan’s balance of payments 
difficulties also led to reduced purchases of wool. The 
decline in exports to the United Kingdom is attributed 
to changes in inventory policy. The U.S.S.R., which had 
not been a purchaser in 1952-53, took 61% per cent of 
the Australian clip in 1953-54, and its reappearance as 
a competitor was one factor in determining price levels 
during an important stage of the selling season. The 
major influence in maintaining prices was the increased 
demand from most Western European countries. Ship- 
ments to Belgium, France, Germany, and Italy increased 
by 24 per cent, to 379,716,000 pounds. 

Source: The National Bank of Australasia Limited, Wool 

Letter, Melbourne, Australia, June 25, 1954. 


New Zealand Bank Reserve Ratios 

The Reserve Bank of New Zealand on April 29 an- 
nounced that the balances which the trading banks are 
required to maintain with the Reserve Bank would be 
raised from 20 per cent to 25 per cent for demand liabil- 
ities, and from 10 per cent to 12% per cent for time 
liabilities, with effect from May 31. After the last increase 
in reserve ratios on May 11, 1953, the deposit balances 
held by the trading banks had increased to £NZ 106 mil- 
lion in February 1954. Following the payment of income 
tax, balances had fallen to £NZ 68 million in the middle 
of March, and had then recovered to £NZ 72 million. The 
statutory requirements according to the new ratios will 
be about £NZ 64 million. 
Source: The New Zealand Herald, Auckland, New Zea- 

land, April 30, 1954. 


Relaxation of South African Import Restrictions 
The South African Minister of Economic Affairs on 


July 4 announced a 5 per cent increase in import quotas 
for consumers’ goods, thus restoring the degree of liber- 


alization that existed until last year, when controls were 
tightened owing to balance of payments difficulties. Im- 
ports of consumers’ goods, however, are still restricted 
to 45 per cent of those in 1948. Other relaxations of 
import restrictions were also announced. Additional al- 
locations will be granted to the motor assembly industry 
for the importation of motor trucks and commercial 
vehicles. Also, permits are being prepared for increased 
imports of spare parts. Additional allocations will be 
made for the importation of farm tractors and other farm 
machinery and spare parts. 

The Minister stated that South Africa’s balance of 
payments position “is showing a very healthy tendency,” 
and that the exchange position has improved recently. 
As of June 25, 1954, gold and foreign exchange holdings 
of the South African Reserve Bank were £121.6 million, 
compared with £104.6 million at the end of 1953. 
Sources: The Financial Times, July 1 and 5, 1954, and 

The Economist, July 10, 1954, London, England. 


Relaxation of Restrictions in Rhodesia and Nyasaland 


The Ministry of Commerce and Industry of the Federa- 
tion of Rhodesia and Nyasaland has announced measures 
In the 


second half of 1954, the Federation will spend nearly 


relaxing restrictions on non-sterling imports. 


£13 million in non-sterling countries, thus restoring such 
trade to the level of three years ago. This estimate pro- 
vides for expenditures of £5.6 million on dollar imports 
and £6 million on non-dollar, non-sterling imports, as 
well as £1.3 million on petroleum products. 

Many items whose importation from non-sterling 
sources was formerly prohibited may now be imported 
under quotas. These items include cheese, sewing ma- 
chines, jewelry, earthenware and glassware, etc. Items 
added to the unrestricted list include condensed and dried 
milk, olives, tinned fish, etc. 


Source: The Financial Times, London, England, July 1, 


1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 


documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 


quoted and are not necessarily those of the Fund. 
The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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